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Small Business Administration § 107.230

CAPITALIZING AN SBIC

§ 107.200 Adequate capital for Licens-
ees.

You must meet the requirements of
this § 107.200 to qualify for a license, to
continue as a Licensee, and to receive
Leverage.

(a) You must have enough Regu-
latory Capital to provide reasonable as-
surance that:

(1) You will operate soundly and prof-
itably over the long term; and

(2) You will be able to operate ac-
tively in accordance with your Articles
and within the context of your business
plan, as approved by SBA.

(b) In SBA’s sole discretion, you
must be economically viable, taking
into consideration actual and antici-
pated income and losses on your Loans
and Investments, and the experience
and qualifications of your owners and
managers.

§ 107.210 Minimum capital require-
ments for Licensees.

(a) Minimum capital for Section 301(c)
Licensees—general rule. A Section 301(c)
Licensee or applicant must have Regu-
latory Capital (excluding commitments
from your investors) of at least
$2,500,000.

(b) Minimum capital for Section 301(d)
Licensees—general rule. A Section 301(d)
Licensee or applicant must have Regu-
latory Capital (excluding commitments
from your investors) of at least
$1,500,000.

(c) Exception to general rule—grand-
father clause. The minimum capital re-
quirements in paragraphs (a) and (b) of
this section do not apply if you were li-
censed before October 2, 1990, or if SBA
had your license application on file be-
fore October 2, 1990 and granted you a
license on the basis of such application.
If you qualify for this exception, you
must have at least the minimum Pri-
vate Capital required by the regula-
tions in effect on October 1, 1990.

(d) Additional capital requirements for
Licensees seeking Leverage. If you are a
license applicant who intends to seek
Leverage, see § 107.220.

§ 107.220 Special minimum capital re-
quirements for Licensees issuing
Leverage.

(a) Participating Securities. You must
have Regulatory Capital of at least
$10,000,000 in order to apply for Partici-
pating Securities, unless you dem-
onstrate to SBA’s satisfaction that you
can be financially viable over the long
term with a lower amount. You are not
permitted under any circumstances to
apply for Participating Securities if
your Regulatory Capital is less than
$5,000,000.

(b) Debentures. If you are licensed
after January 31, 1996, you must have
Regulatory Capital of at least $5,000,000
in order to apply for Debentures, unless
you demonstrate to SBA’s satisfaction
that you can be financially viable over
the long term with a lower amount.

(c) Companies licensed before October 2,
1990. If § 107.210(c) applies to you and
your Regulatory Capital (excluding
commitments from investors) is below
$2,500,000 (for a Section 301(c) Licensee)
or $1,500,000 (for a Section 301(d) Li-
censee):

(1) You are eligible for Leverage
(other than refinancing) only if you
can demonstrate to SBA’s satisfaction
that you have been profitable for three
out of your last four fiscal years before
applying for Leverage and, on the aver-
age, have been profitable for all such
fiscal years.

(2) Even if you do not satisfy para-
graph (c)(1) of this section, you may
apply for Leverage needed to refinance
any Debenture outstanding on October
2, 1990, one time only, for a term to be
determined by SBA.

§ 107.230 Permitted sources of Private
Capital for Licensees.

Private Capital means the contrib-
uted capital of a Licensee, plus un-
funded binding commitments by Insti-
tutional Investors (including commit-
ments evidenced by a promissory note)
to contribute capital to a Licensee.

(a) Contributed capital. For purposes
of this section, contributed capital
means the paid-in capital and paid-in
surplus of a Corporate Licensee, or the
partners’ contributed capital of a Part-
nership Licensee, in either case subject
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